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apply to a specific case or issue at a 
specific time, and shall not be gen-
erally applicable to the state-adminis-
tered CDBG program. 

[57 FR 53397, Nov. 9, 1992, as amended at 61 
FR 11477, Mar. 20, 1996; 61 FR 54921, Oct. 22, 
1996]

§ 570.481 Definitions. 

(a) Except for terms defined in appli-
cable statutes or this subpart, the Sec-
retary will defer to a state’s defini-
tions, provided that these definitions 
are explicit, reasonable and not plainly 
inconsistent with the Act. As used in 
this subpart, the following terms shall 
have the meaning indicated: 

(1) Act means title I of the Housing 
and Community Development Act of 
1974 (42 U.S.C. 5301 et seq.). 

(2) CDBG funds means Community 
Development Block Grant funds, in the 
form of grants under this subpart and 
program income, and loans guaranteed 
by the state under section 108 of the 
Act. 

(b) [Reserved] 

[57 FR 53397, Nov. 9, 1992, as amended at 61 
FR 5209, Feb. 9, 1996]

§ 570.482 Eligible activities. 

(a) General. The choice of activities 
on which block grant funds are ex-
pended represents the determination 
by state and local participants, devel-
oped in accordance with the state’s 
program design and procedures, as to 
which approach or approaches will best 
serve these interests. The eligible ac-
tivities are listed at section 105(a) of 
the Act. 

(b) Special assessments under the CDBG 
program. The following policies relate 
to special assessments under the CDBG 
program: 

(1) Public improvements initially as-
sisted with CDBG funds. Where CDBG 
funds are used to pay all or part of the 
cost of a public improvement, special 
assessments may be imposed as fol-
lows: 

(i) Special assessments to recover the 
CDBG funds may be made only against 
properties owned and occupied by per-
sons not of low and moderate income. 
These assessments constitute program 
income. 

(ii) Special assessments to recover 
the non-CDBG portion may be made, 
provided that CDBG funds are used to 
pay the special assessment in behalf of 
all properties owned and occupied by 
low and moderate income persons; ex-
cept that CDBG funds need not be used 
to pay the special assessments in be-
half of properties owned and occupied 
by moderate income persons if, when 
permitted by the state, the unit of gen-
eral local government certifies that it 
does not have sufficient CDBG funds to 
pay the assessments in behalf of all of 
the low and moderate income owner-
occupant persons. Funds collected 
through such special assessments are 
not program income. 

(2) Public improvements not initially as-
sisted with CDBG funds. CDBG funds 
may be used to pay special assessments 
levied against property when this form 
of assessment is used to recover the 
capital cost of eligible public improve-
ments initially financed solely from 
sources other than CDBG funds. The 
payment of special assessments with 
CDBG funds constitutes CDBG assist-
ance to the public improvement. 
Therefore, CDBG funds may be used to 
pay special assessments, provided that: 

(i) The installation of the public im-
provements was carried out in compli-
ance with requirements applicable to 
activities assisted under this subpart, 
including labor, environmental and cit-
izen participation requirements; 

(ii) The installation of the public im-
provement meets a criterion for na-
tional objectives. (See § 570.483(b)(1), 
(c), and (d).) 

(iii) The requirements of 
§ 570.482(b)(1)(ii) are met. 

(c) Provision of assistance for micro-
enterprise development. Microenterprise 
development activities eligible under 
section 105(a)(23) of the Housing and 
Community Development Act of 1974 
(the Act), as amended, (42 U.S.C. 5301 et 
seq.) may be carried out either through 
the recipient directly or through public 
and private organizations, agencies, 
and other subrecipients (including non-
profit and for-profit subrecipients). 

(d) Provision of public services. The fol-
lowing activities shall not be subject to 
the restrictions on public services 
under section 105(a)(8) of the Housing 
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and Community Development Act of 
1974, as amended: 

(1) Support services provided under 
section 105(a)(23) of the Housing and 
Community Development Act of 1974, 
as amended, and paragraph (c) of this 
section; 

(2) Services carried out under the 
provisions of section 105(a)(15) of the 
Housing and Community Development 
Act of 1974, as amended, that are spe-
cifically designed to increase economic 
opportunities through job training and 
placement and other employment sup-
port services, including, but not lim-
ited to, peer support programs, coun-
seling, child care, transportation, and 
other similar services; and 

(3) Services of any type carried out 
under the provisions of section 
105(a)(15) of the Act, pursuant to a 
strategy approved by a State under the 
provisions of § 91.315(e)(2) of this title. 

(e) Guidelines and objectives for evalu-
ating project costs and financial 
requirements—(1) Applicability. The fol-
lowing guidelines, also referred to as 
the underwriting guidelines, are pro-
vided to assist the recipient to evalu-
ate and select activities to be carried 
out for economic development pur-
poses. Specifically, these guidelines are 
applicable to activities that are eligi-
ble for CDBG assistance under section 
105(a)(17) of the Act, economic develop-
ment activities eligible under section 
105(a)(14) of the Act, and activities that 
are part of a community economic de-
velopment project eligible under sec-
tion 105(a)(15) of the Act. The use of the 
underwriting guidelines published by 
HUD is not mandatory. However, states 
electing not to use these guidelines 
would be expected to ensure that the 
state or units of general local govern-
ment conduct basic financial under-
writing prior to the provision of CDBG 
financial assistance to a for-profit 
business. 

(2) Objectives. The underwriting 
guidelines are designed to provide the 
recipient with a framework for finan-
cially underwriting and selecting 
CDBG-assisted economic development 
projects which are financially viable 
and will make the most effective use of 
the CDBG funds. Where appropriate, 
HUD’s underwriting guidelines recog-
nize that different levels of review are 

appropriate to take into account dif-
ferences in the size and scope of a pro-
posed project, and in the case of a 
microenterprise or other small busi-
ness to take into account the dif-
ferences in the capacity and level of so-
phistication among businesses of dif-
fering sizes. Recipients are encouraged, 
when they develop their own programs 
and underwriting criteria, to also take 
these factors into account. These un-
derwriting guidelines are published as 
appendix A to this part. The objectives 
of the underwriting guidelines are to 
ensure: 

(i) That project costs are reasonable; 
(ii) That all sources of project financ-

ing are committed; 
(iii) That to the extent practicable, 

CDBG funds are not substituted for 
non-Federal financial support; 

(iv) That the project is financially 
feasible; 

(v) That to the extent practicable, 
the return on the owner’s equity in-
vestment will not be unreasonably 
high; and 

(vi) That to the extent practicable, 
CDBG funds are disbursed on a pro rata 
basis with other finances provided to 
the project. 

(f) Standards for evaluating public 
benefit—(1) Purpose and applicability. 
The grantee is responsible for making 
sure that at least a minimum level of 
public benefit is obtained from the ex-
penditure of CDBG funds under the cat-
egories of eligibility governed by these 
standards. The standards set forth 
below identify the types of public ben-
efit that will be recognized for this pur-
pose and the minimum level of each 
that must be obtained for the amount 
of CDBG funds used. These standards 
are applicable to activities that are eli-
gible for CDBG assistance under sec-
tion 105(a)(17) of the Act, economic de-
velopment activities eligible under sec-
tion 105(a)(14) of the Act, and activities 
that are part of a community economic 
development project eligible under sec-
tion 105(a)(15) of the Act. Certain pub-
lic facilities and improvements eligible 
under section 105(a)(2) of the Act, 
which are undertaken for economic de-
velopment purposes, are also subject to 
these standards, as specified in 
§ 570.483(b)(4)(vi)(F)(2). Unlike the 
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guidelines for project costs and finan-
cial requirements covered under para-
graph (a) of this section, the use of the 
standards for public benefit is manda-
tory. 

(2) Standards for activities in the aggre-
gate. Activities covered by these stand-
ards must, in the aggregate, either: 

(i) Create or retain at least one full-
time equivalent, permanent job per 
$35,000 of CDBG funds used; or 

(ii) Provide goods or services to resi-
dents of an area, such that the number 
of low- and moderate-income persons 
residing in the areas served by the as-
sisted businesses amounts to at least 
one low- and moderate-income person 
per $350 of CDBG funds used. 

(3) Applying the aggregate standards. 
(i) A state shall apply the aggregate 
standards under paragraph (e)(2) of this 
section to all funds distributed for ap-
plicable activities from each annual 
grant. This includes the amount of the 
annual grant, any funds reallocated by 
HUD to the state, any program income 
distributed by the state and any guar-
anteed loan funds made under the pro-
visions of subpart M of this part cov-
ered in the method of distribution in 
the final statement for a given annual 
grant year. 

(ii) The grantee shall apply the ag-
gregate standards to the number of 
jobs to be created/retained, or to the 
number of persons residing in the area 
served (as applicable), as determined at 
the time funds are obligated to activi-
ties. 

(iii) Where an activity is expected 
both to create or retain jobs and to 
provide goods or services to residents 
of an area, the grantee may elect to 
count the activity under either the 
jobs standard or the area residents 
standard, but not both. 

(iv) Where CDBG assistance for an 
activity is limited to job training and 
placement and/or other employment 
support services, the jobs assisted with 
CDBG funds shall be considered to be 
created or retained jobs for the pur-
poses of applying the aggregate stand-
ards. 

(v) Any activity subject to these 
standards which meets one or more of 
the following criteria may, at the 
grantee’s option, be excluded from the 

aggregate standards described in para-
graph (f)(2) of this section: 

(A) Provides jobs exclusively for un-
employed persons or participants in 
one or more of the following programs: 

(1) Jobs Training Partnership Act 
(JTPA); 

(2) Jobs Opportunities for Basic 
Skills (JOBS); or 

(3) Aid to Families with Dependent 
Children (AFDC); 

(B) Provides jobs predominantly for 
residents of Public and Indian Housing 
units; 

(C) Provides jobs predominantly for 
homeless persons; 

(D) Provides jobs predominantly for 
low-skilled, low- and moderate-income 
persons, where the business agrees to 
provide clear opportunities for pro-
motion and economic advancement, 
such as through the provision of train-
ing; 

(E) Provides jobs predominantly for 
persons residing within a census tract 
(or block numbering area) that has at 
least 20 percent of its residents who are 
in poverty; 

(F) Provides assistance to busi-
ness(es) that operate(s) within a census 
tract (or block numbering area) that 
has at least 20 percent of its residents 
who are in poverty; 

(G) Stabilizes or revitalizes a neigh-
borhood income that has at least 70 
percent of its residents who are low- 
and moderate-income; 

(H) Provides assistance to a Commu-
nity Development Financial Institu-
tion (as defined in the Community De-
velopment Banking and Financial In-
stitutions Act of 1994, (12 U.S.C. 4701 
note)) serving an area that has at least 
70 percent of its residents who are low- 
and moderate-income; 

(I) Provides assistance to an organi-
zation eligible to carry out activities 
under section 105(a)(15) of the Act serv-
ing an area that has at least 70 percent 
of its residents who are low- and mod-
erate-income; 

(J) Provides employment opportuni-
ties that are an integral component of 
a project designed to promote spatial 
deconcentration of low- and moderate-
income and minority persons; 

(K) With prior HUD approval, pro-
vides substantial benefit to low-income 
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persons through other innovative ap-
proaches; 

(L) Provides services to the residents 
of an area pursuant to a strategy ap-
proved by the State under the provi-
sions of § 91.315(e)(2) of this title; 

(M) Creates or retains jobs through 
businesses assisted in an area pursuant 
to a strategy approved by the State 
under the provisions of § 91.315(e)(2) of 
this title. 

(4) Standards for individual activities. 
Any activity subject to these standards 
which falls into one or more of the fol-
lowing categories will be considered by 
HUD to provide insufficient public ben-
efit, and therefore may under no cir-
cumstances be assisted with CDBG 
funds: 

(i) The amount of CDBG assistance 
exceeds either of the following, as ap-
plicable: 

(A) $50,000 per full-time equivalent, 
permanent job created or retained; or 

(B) $1,000 per low- and moderate-in-
come person to which goods or services 
are provided by the activity. 

(ii) The activity consists of or in-
cludes any of the following: 

(A) General promotion of the commu-
nity as a whole (as opposed to the pro-
motion of specific areas and programs); 

(B) Assistance to professional sports 
teams; 

(C) Assistance to privately-owned 
recreational facilities that serve a pre-
dominantly higher-income clientele, 
where the recreational benefit to users 
or members clearly outweighs employ-
ment or other benefits to low- and 
moderate-income persons; 

(D) Acquisition of land for which the 
specific proposed use has not yet been 
identified; and 

(E) Assistance to a for-profit business 
while that business or any other busi-
ness owned by the same person(s) or 
entity(ies) is the subject of unresolved 
findings of noncompliance relating to 
previous CDBG assistance provided by 
the recipient. 

(5) Applying the individual activity 
standards. (i) Where an activity is ex-
pected both to create or retain jobs and 
to provide goods or services to resi-
dents of an area, it will be disqualified 
only if the amount of CDBG assistance 
exceeds both of the amounts in para-
graph (f)(4)(i) of this section. 

(ii) The individual activity tests in 
paragraph (f)(4)(i) of this section shall 
be applied to the number of jobs to be 
created or retained, or to the number 
of persons residing in the area served 
(as applicable), as determined at the 
time funds are obligated to activities. 

(iii) Where CDBG assistance for an 
activity is limited to job training and 
placement and/or other employment 
support services, the jobs assisted with 
CDBG funds shall be considered to be 
created or retained jobs for the pur-
poses of applying the individual activ-
ity standards in paragraph (f)(4)(i) of 
this section. 

(6) Documentation. The state and its 
grant recipients must maintain suffi-
cient records to demonstrate the level 
of public benefit, based on the above 
standards, that is actually achieved 
upon completion of the CDBG-assisted 
economic development activity(ies) 
and how that compares to the level of 
such benefit anticipated when the 
CDBG assistance was obligated. If a 
state grant recipient’s actual results 
show a pattern of substantial variation 
from anticipated results, the state and 
its recipient are expected to take those 
actions reasonably within their respec-
tive control to improve the accuracy of 
the projections. If the actual results 
demonstrate that the state has failed 
the public benefit standards, HUD may 
require the state to meet more strin-
gent standards in future years as ap-
propriate. 

(g) Amendments to economic develop-
ment projects after review determinations. 
If, after the grantee enters into a con-
tract to provide assistance to a project, 
the scope or financial elements of the 
project change to the extent that a sig-
nificant contract amendment is appro-
priate, the project should be reevalu-
ated under these and the recipient’s 
guidelines. (This would include, for ex-
ample, situations where the business 
requests a change in the amount or 
terms of assistance being provided, or 
an extension to the loan payment pe-
riod required in the contract.) If a re-
evaluation of the project indicates that 
the financial elements and public ben-
efit to be derived have also substan-
tially changed, then the recipient 
should make appropriate adjustments 
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in the amount, type, terms or condi-
tions of CDBG assistance which has 
been offered, to reflect the impact of 
the substantial change. (For example, 
if a change in the project elements re-
sults in a substantial reduction of the 
total project costs, it may be appro-
priate for the recipient to reduce the 
amount of total CDBG assistance.) If 
the amount of CDBG assistance pro-
vided to the project is increased, the 
amended project must still comply 
with the public benefit standards under 
paragraph (f) of this section. 

[57 FR 53397, Nov. 9, 1992, as amended at 60 
FR 1949, Jan. 5, 1995; 61 FR 54921, Oct. 22, 
1996]

§ 570.483 Criteria for national objec-
tives. 

(a) General. The following criteria 
shall be used to determine whether a 
CDBG assisted activity complies with 
one or more of the national objectives 
as required to section 104(b)(3) of the 
Act. (HUD is willing to consider a 
waiver of these requirements in accord-
ance with § 570.480(b)). 

(b) Activities benefiting low and mod-
erate income persons. An activity will be 
considered to address the objective of 
benefiting low and moderate income 
persons if it meets one of the criteria 
in paragraph (b) of this section, unless 
there is substantial evidence to the 
contrary. In assessing any such evi-
dence, the full range of direct effects of 
the assisted activity will be considered. 
The activities, when taken as a whole, 
must not benefit moderate income per-
sons to the exclusion of low income 
persons: 

(1) Area benefit activities. (i) An activ-
ity, the benefits of which are available 
to all the residents in a particular 
area, where at least 51 percent of the 
residents are low and moderate income 
persons. Such an area need not be co-
terminous with census tracts or other 
officially recognized boundaries but 
must be the entire area served by the 
activity. Units of general local govern-
ment may, at the discretion of the 
state, use either HUD-provided data 
comparing census data with appro-
priate low and moderate income levels 
or survey data that is methodologi-
cally sound. An activity that serves an 
area that is not primarily residential 

in character shall not qualify under 
this criterion. 

(ii) An activity, where the assistance 
is to a public improvement that pro-
vides benefits to all the residents of an 
area, that is limited to paying special 
assessments levied against residential 
properties owned and occupied by per-
sons of low and moderate income. 

(iii)(A) An activity to develop, estab-
lish and operate (not to exceed two 
years after establishment), a uniform 
emergency telephone number system 
serving an area having less than 51 per-
cent of low and moderate income resi-
dents, when the system has not been 
made operational before the receipt of 
CDBG funds, provided a prior written 
determination is obtained from HUD. 
HUD’s determination will be based 
upon certifications by the State that: 

(1) The system will contribute sig-
nificantly to the safety of the residents 
of the area. The unit of general local 
government must provide the state a 
list of jurisdictions and unincorporated 
areas to be served by the system and a 
list of the emergency services that will 
participate in the emergency telephone 
number system; 

(2) At least 51 percent of the use of 
the system will be by low and moderate 
income persons. The state’s certifi-
cation may be based upon information 
which identifies the total number of 
calls actually received over the pre-
ceding twelve-month period for each of 
the emergency services to be covered 
by the emergency telephone number 
system and relates those calls to the 
geographic segment (expressed as near-
ly as possible in terms of census tracts, 
enumeration districts, block groups, or 
combinations thereof that are con-
tained within the segment) of the serv-
ice area from which the calls were gen-
erated. In analyzing this data to meet 
the requirements of this section, the 
state will assume that the distribution 
of income among callers generally re-
flects the income characteristics of the 
general population residing in the same 
geographic area where the callers re-
side. Alternatively, the state’s certifi-
cation may be based upon other data, 
agreed to by HUD and the state, which 
shows that over the preceding twelve-
month period the users of all the serv-
ices to be included in the emergency 
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